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ir. Uarold D. Saith, Director Si egies oo Be Y 
Bares of the Budget ti 
Execubive Office of the President a= « aes! eS 
neshinzton, D. 0. 4 a 


< Ey dear Lr. saith: 


9 your oomtinication of dugust ey 1oA5 in 


reference to further reduction of nersonnel, we are workins under’ 
whet is in effect a liquidation budset. Within its provisions we -- 
have tocen stens to terminate many of our opsration nal (ag distinct - 
iro intelligence) notivities and to reduce the resoi ning perts 50. 
& size consistent with present obligations in the far Zast, see sheo 
oceunition of Sern ny end lustria, enc in the nainvenadce of mis 
sions in the -iddale Jast end oa the ‘sistic and Buroncen poner acste: 


Ag our liquidetion vroceeds it will becone increasinwly .. 
difficult to exercise our fusctions so that we heve found if reeces= 
sary to set up a liquiceting committee with procedures ané controls 
$o provice for the predual elini nation of our services in stev with 
the orderly reduction of personnel. 

it is our estiuate, however, ae the strictest econoz: 
of manpower and of funds the effectiveness of 055 as a Yar Asener 
will end ag of JIsmuury 1, or at the latest Februery 1, 1945, at 
waieh tine liquidatioa should be commleted. At thet voint T visi 
to return to private life. Thorefore, in considerine the cigenosi-~ 
tion to be made of the assets created by 033, I sneak as ¢ private 
eitizen concerned wit: the fubure of his country. 


raranent to aay baere ae no Deni areic. to 
ne wid : 
ees ee oarriod : on as  inokcont to te war are oan 


oa Oo: 1Lts 
@ peace e 


os | eine fe et § 
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. Since lest Novexber, I havo pointed out the im-edin+: 
necessity of setting un such an oreney fo take over the veluehle 
_ aasets creeted by 035. Anony these assets was the establishiaernt. 
for the first tine in our nation's history of a foreicrn seere! 
intelligence service which reported inforastion as g.2n throun) a 
&nerioan eyes, .As an intesral and insoparable part +2 this scorviee. 
there is a group of specialists to anslyze and evaluate the m-terial 
for presentation to those wio ceternina national policy, 
Tt ds not easy to set un a nodern intellisone 
US is more difficult to co so in tine of peace than in 
~ It da inportant therefore that ik be done before the jar” 
Agency has disappeared go that profit may be made of its experience 
and “inow how't in deciding how the new agency ncy best be conuwieted, 


~ IT have already subnitted a plan for the establish ub 92 
a centralized syaten. “Towever, the discussion of thet proposel 
indicated the need of an acreement upon cortain funcenentel crim 
ciplea before a detailed plen is formulated. If those corcernod 
could agree upon the principles within which such a eysten shoul 
be eatablished, accontanse of a common plen would be nore easil; 
ecalevod. . a 


Accordingly, I attech a statenont of prinecinles, the 


soundness of whieh I believe has boen established by study end by 
practical exportence, = 


William J. Donovan 
vireator 
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Prinointoa ~ Dre < Soundness of Which It is Believed eved Has 
, Been } USt a blished By ( B 


Qur Uvn xperience ind A Piret—sacn igd 
= nee 

toms Of Other Jigtiozus = Ghich waould 

rihe Establishuent Of A Centralized United Stator 


ence System. 


Of She Sy 


. Gover: 


ete = ‘The formmilution of natior ral policy both in its 
political and nilit vary eapacts is fuPinaioad and 
deterninsd by Ine Lede: (oe ignorance) of the airs, 
capabilities, intontions and policies of other nations. 


au uajor powers except the United States have bad 


for a lon: tim mst Dar.anent worldwide intelligence 


7 Services, reportin; directly to the highest echelons 


of theiy Governuents. Prior to the pres ut wer, the 


United otates a LO foreign secret in tellizence ser~ 


Vice, i never hed iz.d and does not now heave a 


coordinated intelliserce systen, 


Tae defects and censors of this situation have 


been fener wally reco. mized, fdhereuce to the following 


would ronedy ue & dafect in peace as yell as wer so 
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that American policy could be based upon anternntton 


obtains yt throush its own sources on foreign int entions ; 


capabilities and develop: wats BS Se en and ‘Enterpeeted 


_ by émerice 1S 


| 1. That cach Departaent of Governaeut should heave 
its ow intelligence burcau for the collection end 


Oe te of such inf Pormetional aoterial as it finds 


necessary in the actual perforuance of its functions 


and duties. ‘Sueh a buresu snould be under the sole 


conti vol of ' the Depas rinent head and should not be en- 
crouched upon or impaired by tao functions granted any 
ctliae Govermiontel intelli, rence azoncy. Because secret 


intelligence covers ell fields end becauss of possible 


exnbarrassuent , no czeculive departuct should be per- 


4 


mitted Lo engage in secret intelligence but in 4 prop:r 
‘case call upon the central azency fou SOLvicG. 
' 2, That in addition to the intelli jonee unit for 


ene Dopartnont thern should be established a rational 
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pangs Ds 
o 


cents raliged fox coipa intelligence asency which should Lave 
the outhor ity: ces 


dhe Yo porve old depart snent of the Governnent. 


re 


Be To procure and ovutain tar eal aeseente, 
paychologi eal, sociological, nilitery and othar 

| informetion which ney bear upon the mtional 

| | intore st and yich has been collected by the 


different Covernuental Departments or agencies. 


. Cc, To eorlace when necessary supplemental 
information either at its om instance or. al 
the request of any Covernuentel Departuont 

| by open ar secret reaus from other end various 


s 


SOUP CaS « 


D. To integrate, analyze, process and dis 
seninate, to authorized Covernnental aseucias 
and officials, Sntollicence in the for of 


strategic intorpreuLy e studies. 


36 That stich on aceucy should be prohit bited from . 


carryinzg on clandestine activities within the United « 
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States and snould be forbidden tha cxercise of any 
police functions cither et hous o abroad. 

de Want since the nebure of its work requires 
it to have status. it should be indépendent of any 
Departrent of the Covernznt (sinee it is obliged 
to serve all and ust be free of the natural bies 
of an opevatins Lepartuent). It snoult be undar a 
Director, appoints: | vy the Prosicent, and be adnuin- 
ister ‘ad under Presidential direction, or in theevrernt 
of & Generel Manager bein appoint ad, should be estab-_ 
; @ ake ecutive Uffies of the President, under 
his direction, 
5» That subject to the approval of the Prosicde 
or the Gonovel Sra .the policy of auch u service 
showld be determined by the Director with the advice 
and assistance of a Bocyd oa wuich the Secretaries of 
State, wav, Navy ani Treasury should be ropresented. 

6. that this acency, as the sole asoncy for 
georel intellivence, should be authorized, in the 


forehia field only, tO Carry on Services such as 


“ke 


; 2 
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esplonage, counter-espionage ont those special opera- 
tions (including uorale and psycholos sical) designed 
to enti cipite end counter any ettenpt ed psnetretion 
i subversion of our hk tcc security by eneny 
abtion. 


7, That such 6 gorvics should have an independer 


| 8 . That it should be authorized to have its ovn 
i - ; 


systou . of codes and should be furnished facilities by 


Debs wtannta of Governnent proper and necessary for the 
i 


i 
porfornence of its Subiess 


t 
1 
{ 

arf embauises (within Governmental Depa’ sents, 
ti 


9, That such o servica should juclude in its 


eo 


oh 41 and a EY y and in private life) professionally 
3 viined tn analysis of inforustion and possessing a 
high damena of linswistic, yosional or cunctional 
compater yee, to amlyze, coordinate and evaluate LNCOM 


ing infornction, to wke spocial intelligence reports 


and to pzovide guidunce for the collecting brazc:.:5 
of the agency. | oF 5 gee 
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TO, That in tins of yar ov unlimited national 
euargency, all progress of euch accncy in areas of 
actual and projectail uilitary op rations shell ba 
coordinated with nilitery plang, and shall be subjoct 
to the approval of the Joint Chiefs cf Staff, or if 
thare bo a ‘consolidation of the ariued services, under 
the supreme commander. Parts of such promaus waich 
are to be executed in the theater of nilitary opira~ 
tions shall le subject to control of the military 
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DONOVAN LETTER TO DIRECTOR OF THE BUDGET 
WITH ACCOMPANYING "PRINCIPLES WHICH SHOULD 
GOVERN THE ESTABLISHMENT OP A CENTRALIZED 
U.S. FOREIGN INTELLIGENCE SYSTEM." 


The unfortunate publicity given to the Donovan Plar 
and to JIC 239/5 forced them into a long retirement. Alse 
during the first half of 1945 the tempo of the war in 
Europe and the Far East was such as to occupy the full 
energies of all intelligence agencies. Within OSS consider- 
able thought was being given to the theory and principles 
of field organization for a peace-time secret intelligence 
system, but the place which that would occupy in a natioral 
insolligence organization was left without much publishec 
discussion. 


Immediately following V-J Day, however, the matter of 
Liquidation of the war agencies came to the front and the 
OSS was threatened with extinction. In this connection the 
Bureau of the Budget played a leading role. This explains 


'why General Donovan raised once more, and this time with 


Mr. Smith, the question of a centralized intelligence service. 
It is interesting to note in the letter the clear indication 
that Donovan personally expected to be out of the picture 
entirely by the end of the year. 


Donovan's presentation again brings forward his prero- 
sal to put the centralized service directly under the cortreol 
of the President, with an advisory board made up of the 
Secretaries of State, War, Navy and Treasury, or their repre- 
sentatives. The inclusion of Treasury was probably due tc the 
importance which Treasury had assumed as a custcmer for intel- 
ligence because of its great interest in Safe Haven matters 
and other types of fiscal intelligence and counterintellizence. 


It is not clear from the documents whether this renewal 
of the Donovan idea was the stimulus which drove the JCS to 
the completion and presentation of thelr counter- proposal, 
embodied in JCS 1181/5. It is, however, interesting to note 


that the date of this document as finally amended, 19 September 


1945, was but one day in advance of the announcement of the 
dissolution of OSS. The division of the OSS corpse between 
the State and War Departments was ordered to be acci-aplished 
by 1 October. 
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